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Question 1 


Kellie and Jamie bought a medium size manufacturing business in 1990 which they operated under a 
partnership structure. Kellie and Jamie hold a fifty-fifty split in the partnership. At 1 July 2012 the net 
value of the manufacturing assets was less than $6 million. Kellie turned 56 years old on 2 July 2013 
and Jamie turned 60 years old on 22 April 2013. 


Kellie and Jamie sold the manufacturing plant on 13 June 2013 for a gross capital gain of $585,000. 
Upon the sale it was their intention to retire from the business on 30 June 2013. To ensure a smooth 
transition, Kellie agreed to be employed by the new owner one day a week for six months. 


The financial statements of the partnership for the year ended 30 June 2013 shows an operating profit 
of $42,000. Along with the operating profit figure, the following information is provided to you 
relating to the financial statements: 
e A Superannuation contribution of $4,770 was paid on behalf of Kellie; 
e A parking fine of $750 was paid on behalf of Jamie. There is limited street parking near the 
manufacturing business but there are no secure parking facilities nearby; and 
e The gross capital gain of $585,000 has not been included in the income statement. 


With reference to legal authority, calculate the income of the partnership and the taxable 
income of the partners for the financial year ended 30 June 2013 (DO NOT calculate tax 
payable). Make sure that you take into account any capital gains taxation consequences. 


Question 2 


The trustee for the Grey discretionary trust has recently received an amended assessment from the 
Australian Taxation Office (‘ATO’) whereby the income of the trust has been increased to $58,000 for 
the financial year ended 30 June 2013. The trustee seeks your advice on the taxation issues. 


The trustee provides you with the following information: 

e Accounting profit, which was the initial figure lodged with the ATO: $37,400; 

e The entire accounting profit of $37,400 was distributed to Susan Grey; and 

e Potential Beneficiaries: 
> John Grey, Australian resident for tax purposes, highest marginal tax rate as tax payer; 
> Susan Grey, Australian resident for tax purposes, full time volunteer, who earns 

$22,000 per annum outside of the trust; and 

> John Junior Grey, Australian resident for tax purposes, marginal tax rate of 37%. 


The trustee is particularly interested in why there seems to be a difference between the accounting 
profit figure and the taxation ‘net income’ figure of the discretionary trust. 


With reference to legal authority, provide advice to the trustee on the taxation issues. Discussion 
should include an explanation of why there is a difference between the accounting profit figure 
and taxation ‘net income’ figure. Furthermore, outline the various options available to the 
trustee in relation to distributing the difference between the accounting profit figure and the 
taxation ‘net income’ figure. 
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Question 3 


Storit Ltd, a resident public company, operates a number of business segments including transport, 
storage, and financing. During the 2013 financial year the company derived $2.1 million in assessable 
income and $100,000 in net exempt income. 


Storit Ltd provides you with the following information of relevance to the 2013 financial year: 
e Allowable operation expenses: $2.3 million; 
e Superannuation guarantee charge: $70,000; 


e Re-surfacing of the loading dock areas of all the storage facilities to comply with government 
regulations, including a special anti-slip surface over the original surfacing: $212,000; and 


e Peter Pavers was declared bankrupt on 11 November 2012. In 2010 the company lent 
$100,000 to Peter Pavers. As there was very little likelihood that Peter would ever be able to 
repay the debt in full, the company entered into an agreement on 8 May 2013 with the 
bankruptcy trustees to forgive $70,000 of the debt. 


Sorit Ltd had a trading loss of $2.5 million in the 2012 income year. There have not been any changes 
in the shareholding of the company since 2003. 


With reference to legal authority, calculate Storit Ltd’s taxable income / loss for the year ended 
30 June 2013. 


Question 4 


Gemma, a fully qualified high school teacher, advises you of the following: 


e After 11 years of working in Lightning Ridge, she resigned on 8 May 2012 to take up a 
teaching post in Sydney. At her farewell party she was given several solid opals with a total 
market value of $8,000. She sold the opals on 17 June 2013 for $9,200; 


e She sold her main residence in Lightning Ridge on 23 June 2013 for $340,000. She had bought 
the house on 2 February 2000 for $140,000 including solicitor’s fees. She incurred marketing 
fees of $340 and solicitor’s fees of $300 on the sale. One bedroom of the house was rented to a 
boarder for $50 per week from the day she purchased the property until the day she sold the 
property. The boarder’s room took up 10% of the floor space of the house; 


e She has a carried forward capital loss of $400 from the sale of collectables; and 


e She has a carried forward capital loss of $2,500 from the sale of financial assets. 


With reference to legal authority, calculate Gemma’s capital gain / loss for the financial year 
ended 30 June 2013. Also provide advice on what would have occurred if Gemma instead of 
taking up a teaching position in Sydney had taken up a teaching position in India for a period of 
5 years. 
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Question 5 


Carina is employed by the Australian Music Council one day a week. She also runs a pewter gift 


business as a sole trader. She provides you with the following information for the 2013 financial year: 


Sale of pewter frames and other ornamental decorations: $130,000; 
Carina is NOT registered for Goods and Services Taxation; 
Carina’s payment summary from the Australian Music Council states a wage of $13,525 and 


total tax withheld of $3,850; 


Carina was paid $4,500 as a reimbursement for accommodation expenses by the Australian 
Music Council for attending music chamber meetings across Australia; 


Carina received fully franked dividends of $400; 


Franc, Carina’s late husband, died at his work premises in February 2013 from a heart attack. 
Carina received $180,000 from her late husband’s employer in recognition of all the years of 
service Franc had provided to the company. Aged 58 at the time of his death, Franc had 
worked for the same employer for more than 25 years. Franc had not previously received any 


eligible termination payments; and 


Carina sold her late husband’s car on 12 April 2013 for $17,000. 


With reference to legal authority, provide Carina with advice on the taxation issues and 


calculate her assessable income (DO NOT calculate tax payable). 
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